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Independent Auditor’'s Report

To the Honorable Mayor and
Members of the City Council
Grundy Center, lowa

We have audited the accompanying financial stateéswdrthe governmental activities, the business-
type activities, each major fund, and the aggregat@aining fund information of the City of Grundy
Center, lowa, as of and for the year ended Jun€0804, which collectively comprise the City of
Grundy Center’s basic financial statements listedhie table of contents. These basic financial
statements are the responsibility of the City otiGay Center's management. Our responsibility is
to express opinions on these financial statemeased on our audit.

We conducted our audit in accordance with auditstgndards generally accepted in the United
States of America, Chapter 11 of the Code of loar the standards applicable to financial audits
contained inGovernment Auditing Standardssued by the Comptroller General of the United
States. Those standards and provisions requireviieaplan and perform the audit to obtain
reasonable assurance about whether the finanei@sents are free of material misstatement. An
audit includes examining, on a test basis, evidesuggorting the amounts and disclosures in the
financial statements. An audit also includes assgsthe accounting principles used and significant
estimates made by management, as well as evaluigngverall financial statement presentation.
We believe that our audit provides a reasonablésidfas our opinion.

The financial statements referred to above do notude the financial activities of the Grundy
Center Municipal Power & Light Company componenituif the omitted component unit had been
included, receipts and disbursements of the eritarfunds would have increased by $4,588,366 and
$4,209,241, respectively. If the component und baen included, there would have been an excess
of receipts and other financing sources over disbarents and other financing uses of $435,693, and
the ending enterprise funds balance would have $ée624,086.

As described in Note 1, these financial statemardse prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis obwatting other than accounting principles
generally accepted in the United States of America.

In our opinion, the financial statements referre@bove present fairly, in all material respects t
respective cash basis financial position of theggowmental activities, the business type activities,
each major fund and the aggregate remaining fufwrimation of the City of Grundy Center as of
June 30, 2004, and the respective changes in cshl bnancial position for the year then ended in
conformity with the basis of accounting describadNote 1.

As discussed in Note 11 to the financial statememiising the year ended June 30, 2004, the City
adopted Governmental Accounting Standards Boarg®&nt No. 34Basic Financial Statements -
and Management’s Discussion and Analysis - for&égatd Local GovernmentStatement No. 37,
Basic Financial Statements - and Management’s Ddsan and Analysis - for State and Local
Governments: OmnibusStatement No. 38Certain Financial Statement Note Disclosuresd
Statement No. 41Budgetary Comparison Schedule - Perspective Diffeesfor the fiscal year
ending June 30, 2004.



In accordance witlsovernment Auditing Standardse have also issued a report dated August 11,
2004 on our consideration of the City of Grundy @ars internal control over financial reporting
and our tests of its compliance with certain prosms of laws, regulations, contracts and grants.
That report is an integral part of an audit perfeénin accordance witkbovernment Auditing
Standardsand should be read in conjunction with this reportonsidering the results of our audit.

Management’s Discussion and Analysis and budgetamyparison information on pages 7 through
11 are not required parts of the basic financiatesments, but are supplementary information
required by the Governmental Accounting Standardarl. We applied limited procedures, which

consisted principally of inquiries of managemengaeling the methods of measurement and
presentation of the supplementary information. i not audit the information and express no

opinion on it.

Our audit was made for the purpose of forming annagm on the aforementioned financial
statements taken as a whole. We previously auditeatcordance with the standards referred to in
the second paragraph of this report, the finarstalements for the three years ended June 30, 2003
(none of which are presented herein) and expresseglalified opinions on those financial
statements. The supplemental information include&chedules 1 through 7, is presented for
purposes of additional analysis and is not a rezplipart of the basic financial statements. Such
information has been subjected to the auditing pcaces applied in our audit of the aforementioned
financial statements and, in our opinion, is faisiyated in all material respects in relation to the
aforementioned financial statements taken as a&vhol

%WAL/A

Cedar Rapids, lowa
August 11, 2004



MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Grundy Center provides this Managemerdiscussion and Analysis of its financial
statements. This narrative overview and analybte®financial activities is for the fiscal yeanded
June 30, 2004. We encourage readers to consideirtformation in conjunction with the City’s
financial statements, which follow.

Because Grundy Center is implementing new reporsiiagdards for this fiscal year with significant
changes in content and structure, much of the metron is not easily comparable to prior years.
However, in future years, comparisons will be moreaningful and will go further in explaining the

City’'s financial position and results of operations

2004 Financial Highlights

Revenues of the City’s governmental activities eased 1.52% or approximately $24,000 from
fiscal 2003 to fiscal 2004. Property Tax Collectincreased approximately $12,000, Tax
Increment Financing collections decreased approtain&26,000 and Intergovernmental revenues
increased $137,000.

Disbursements decreased 7.5% or approximately $200n fiscal 2004 from fiscal 2003. There
were decreases in Public Safety and Capital Prejetapproximately $36,000 and $448,000
respectively. Budget areas seeing increased exjeas were: Public Works ($126,000); Culture
and Recreation ($11,000); and Community and Ecooddavelopment ($39,000).

The City’s total cash basis net assets increase@P2»dr approximately $348,000 from June 30,
2003 to June 30, 2004. The increase in assetsraanly be attributed to the receipt of bond
proceeds in the amount of $268,000 on June 30, 20@4the increase in Ambulance Reserves of
approximately $66,000.

Using This Annual Report
The annual report consists of a series of finansiatements and other information as follows:

Management’s Discussion and Analysis introducedtisc financial statements and provides an
analytical overview of the City’s financial activs.

The Government-wide Financial Statements consisésStatement of Activities and Net Assets.
This statement provides information about the atés of the City as a whole and presents an
overall view of the City’s finances.

The Fund Financial Statements tell how governmesgabices were financed in the short term as
well as what remains for future spending. Fundahgial statements report the City’s operations in
more detail than the government-wide statementroyipling information about the most
significant funds.

Notes to the financial statements provide additlonformation essential to a full understanding of
the data provided in the basic financial statements

Required Supplementary Information provides dethifdormation about the non-major
governmental funds.



Basis of Accounting

The City maintains its financial records on the igasf cash receipts and disbursements and the
financial statements of the City are prepared at thasis. The cash basis of accounting does not
give effect to accounts receivable, accounts pagadotd accrued items. Accordingly, the financial
statements do not present financial position arsalte of operations of the funds in accordance with
U. S. generally accepted accounting principles.

Reporting the City’s Financial Activities
Government-wide Financial Statement

One of the most important questions asked abouC€Cihgs finances is “Is the City as a whole better
off or worse off as a result of the year’s actiesi?” The Statement of Activities and Net Assets
reports information that helps answer this question

The Statement of Activities and Net Assets presémsCity’s net assets. Over time, increases or
decreases in the City's net assets may serve asfalundicator of whether the financial positioh o
the City is improving or detiorating.

The Statement of Activities and Net Assets is deddnto two kinds of activities:

Governmental Activities include public safety, pighlvorks, culture and recreation, community and
economic development, general government, debiceand capital projects. Property taxes, sales
tax collections, and State/Federal grants finanostrof these activities.

Business Type Activities include the waterworks ganitary sewer system, the sanitation
department, and ambulance service. These aredethprimarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

Governmental Funds account for most of the Cityesils services. These focus on how money
flows into and out of those funds, and the balaraegear-end that are available for spending. The
governmental funds include: the General Fund,Special Revenues Fund, the Debt Service Fund,
the Capital Projects Funds, and the Permanent Fuilde governmental fund financial statements
provide a detailed, short-term view of the City'srgeral governmental operations and the basic
services it provides. Governmental fund informatlelps determine whether there are more or
fewer financial resources that can be spent inrtbar future to finance the City’s programs.

The required financial statements for governmehitatls include a statement of cash receipts,
disbursements, and changes in cash balances.

Proprietary Funds account for the City’s Enterpifaands and are used to report the business type
activities. The City maintains several Enterpridends to provide separate information for the
water, sewer, and sanitation funds, which are abergid to be major funds of the City.

The required financial statements for proprietargds include a Statement of Cash Receipts,
Disbursements, and Changes in Cash Balances.

Reconciliations between the government-wide statgraed the fund financial statements follow
the fund financial statements.



Government-wide Financial Analysis

Net assets may serve over time as a useful indicgtbnancial position. The City’s cash balance
for governmental activities increased from a yegw,@ncreasing from $504,894 to $786,990. The
analysis that follows focuses on the changes i dadances for governmental activities.

Special Revenues Capital Projects
Continuing
General Road Special Projects
Fund Use Tax Revenue Fund Other
Cash Balance as of:
6/30/2003 $ 34475 $ 295243 $ 28,170 $ 15,197 $ 133,146
6/30/2004 4 875 316,973 10,907 271,721 182,514

Change in Balance

Positive/Negative $ (29600 $ 21,730 $ (17,263 $ 256,524 $ 49,368

The City’s total receipts for governmental actiesiincreased by 1.5%% or $23,680. The total cost
of all programs and services decreased by appraeiyn&247,000 or 13.7%, with no new programs
added this year. The significant increase in rptewas primarily the result of State funds for the
housing rehabilitation program and a tax increnferdnce loan.

The City increased the property tax millage for 208y 3.9%. The increase in millage for
residential properties was offset by an increast@rollback amount. When the increased millage
and increased assessed valuations of all clasgg®pérties are considered the city collected an
additional $12,000 in property taxes for the Gehétand, Special Revenue Fund, and Debt Service
Fund.

The cost of all governmental activities this yeaas$1,570,089 compared to $1,804,066 last year.
The Statement of Activities and Net Assets on pabg4.6 reveals that the amount the taxpayers
ultimately financed for these activities was onll, 18,632 because some of the cost was paid by
those directly benefited from the programs or blyestgovernment agencies and organizations.

The business activities receipts for the fiscalry@are $803,484 compared to $670,571 last year.
This increase in revenues was due to changes iAthieulance billing system. Total disbursements
increased by $65,289 from $852,084 for fiscal y2ad3 to $917,373 for fiscal year 2004

Individual Major Government Fund Analysis

At the end of the fiscal year the City of Grundy@er had a combined $786,990 in its
Governmental Funds, this represents a change d,$88. The following are the highlights of the
changes to the balances from last year’s activities

The Road Use Tax Fund increased by approximatefy2. We are continuing to build up the
fund in anticipation of paying for costs relatedrapairs to Highways 14/175 from the west end of
town to 4" street.

On June 30, 2004 we received Bond Revenue of $ZEBfOr improvements related to a new
housing addition in Grundy Center. The funds vadl used for the public improvements in this new
addition.



Individual Major Business Type Fund Analysis

The Water Fund continues to decrease as expenseschabed faster than revenues. A major
project to create a citywide loop has now been clatgal. During the year the Council passed an
ordinance to increase rates in three phases. alanbe should begin to increase again next fiscal
year.

The Sewer Fund has seen major expenses for theeipdd maintenance of the sewer treatment
plant. The plant was originally built in 1983 angany of its components are now reaching the end
of their useful life. Capital expenditures totalapproximately $65,800 for this fund.

The Sanitation Fund continues to increase its ladarA recent change by the Grundy County
Landfill will reduce the amount that the City hasput aside for post closure costs at the landfill.
But the City is expecting increased costs withatforts to deal with the disposal of yard wastes.

Budgetary Highlights

During the year the budget was amended twice. @pt&nber 15, 2003 the budget was reduced to
reflect the loss of State of lowa property tax dted The reduction was a 4.2% across the board cut
for all general fund departments. On May 17, 2004 budget was amended to reflect additional
expenses in several areas. The total increasepgaralitures was $12,130 and revenues were
increased by $9,500. The city had cash reservesver the $2,630 shortfall.

Debt Administration
As of June 30, 2004 the City of Grundy Center hagmximately $ 1,173,000 in bonds and other
long-term debt. This amount is approximately $008 more than a year ago as is shown below.

Outstanding Debt at Year-End
(Expressed in Thousands)

June 30
2004 2003
General Obligation Bonds - Sanitary Sewers $ 385 $ 400
General Obligation Bonds - Fire Station 198 231
Urban Renewal Tax Increment Financing Revenue Bonds 590 366
Total $ 1173 $ 997

Debt increased in the last year as a result ofirgga $268,000 tax increment revenue note for the
costs related in developing a new housing additiotown. The State limits the amount of debt a
city can carry to no more than 5% of the assessddevof all taxable property within the City’s
corporate limits. That limit is approximately $408,000.
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Economic Factors and Next Year’'s Budget and Rates

The Grundy Center City Council took action on ngear’'s budget by the March 15, 2004 deadline.
In preparing the budget, tax levy rate, and chafgeservices they considered many items such as
reduced funding from the State of lowa, increadieglth care costs for employees and the pay raise
for employees. Also, a rate study completed by Emgineering LLC was completed and the water
and sewer rates were adjusted to insure the fsglaiency of those funds over the coming years.

After taking all factors into consideration the Guaul voted to increase the budgeted expenditures
by $661,209 to $10,139,167. Included in these amt®are amounts for the Grundy Center Electric
and Communications Utilities. However, our finagicstatements do not report on these operations.
Along with this increase the tax levy rate was ieased by 3.6% from $14.21387 to $14.72137 per
thousand dollars of taxable valuation. Most of therease to homeowners will be offset by a
decrease in the portion of the assessed valuadisaibject to property taxes.

No new major programs are anticipated in the nedry There will be significant expenditure
increases for painting the water tower, buying @gquent, street maintenance, and other capital
projects.

Contacting the City’s Financial Management
This financial report is designed to provide ouiz#ns, taxpayers, customers, and creditors with a
general overview of the City’s finances and to shitne City’s accountability for the money it

receives. If you have any questions about thigrepr need additional financial information,
contact Richard Riesberg, City Clerk, 703 F Aven8aite #2, Grundy Center, lowa,

11



BASIC FINANCIAL STATEMENTS
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CITY OF GRUNDY CENTER
Statement of Activities and Net Assets - Cash Basis

As of and for the Year Ended June 30, 2004

Program Receipts
Operating Capital
Grants, Grants,
Contributions, Contributions
and Restricted and Restricted

Charges for

Disbursements __Services Interest Interest
FUNCTIONS/PROGRAMS:
Governmental activities:

Public safety $ 269,802 8,262 914 $ 19,974
Public works 449,217 520 222,515 -
Health and social services 4,020 - - -
Culture and recreation 291,491 80,202 47,060 16,650
Community and economic

development 185,187 2,260 18,985 125,433
General government 173,380 3,755 3,061 -
Debt service 52,413 - - -
Capital projects 144,579 - 1,866 -

Total governmental

activities 1,570,089 94,999 294,401 162,057

Business-type activities:

Water 381,139 317,935 17,781 -
Sewer 292,009 176,170 40,317 -
Sanitation 199,016 215,411 2,280 -
Ambulance 45,209 93,968 17,090 -

Total business type activities 917,373 803,484 77,468 -

Total 2,487,462 898,483 371,869 162,057

GENERAL RECEIPTS:
Property taxes levied for:
General purposes

Employee benefits
Tax increment financing
Debt service
Other city tax
Local option sales tax
Special assessments

Grants and contributions not restricted to spegifirposes

Unrestricted interest on investments

13



Net (Disbursements) Receipts and
Change in Cash Basis Net Assets

Business
Governmental Type
Activities Activities Total
$ (240,652) $ - $ (240,652)
(226,182) - (226,182)
(4,020) - (4,020)
(147,579) - (147,579)
(38,509) - (38,509)
(166,564) - (166,564)
(52,413) - (52,413)
(142,713 - (142,713
(1,018,632 - (1,018,632
- (45,423) (45,423)
- (75,522) (75,522)
- 18,675 18,675
- 65,849 65,849
- (36,421 (36,429
(1,018,632 (36,42) (1,055,053
492,030 - 492,030
187,944 - 187,944
92,622 - 92,622
32,828 - 32,828
73,162 - 73,162
67,190 - 67,190
36,761 - 36,761
19,092 7,933 27,025
8,597 24,279 32,876

(continued)
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CITY OF GRUNDY CENTER
Statement of Activities and Net Assets - Cash Basis

As of and for the Year Ended June 30, 2004

Program Receipts
Operating Capital
Grants, Grants,
Contributions, Contributions
Charges for and Restricted and Restricted
Disbursements Services Interest Interest

Bond proceeds

Sale of capital assets

Miscellaneous
Transfers

Total general receipts and transfers

CHANGE IN CASH BASIS NET ASSETS

CASH BASIS NET ASSETS, BEGINNING

CASH BASIS NET ASSETS, ENDING

CASH BASIS NET ASSETS:

Restricted:
Streets
Urban renewal purposes
Debt service
Other purposes
Unrestricted

TOTAL CASH BASIS NET ASSETS

15



Net (Disbursements) Receipts and
Change in Cash Basis Net Assets

Business
Governmental Type
Activities Activities Total
268,000 - 268,000
5,801 7,500 13,301
50,150 29,993 80,143
(34,786 34,786 -
1,299,391 104,491 1,403,882
280,759 68,070 348,829
506,231 1,017,531 1,523,762
$ 786990 $ 1085601 $ 1,872,591
$ 316,973 $ - $ 316,973
11,013 - 11,013
3,373 - 3,373
450,756 822,802 1,273,558
4. 875 262,799 267,674
$ 786990 $ 1085601 $ 1872591

These financial statements should be read only mntpnnection
with the accompanying notes to the financial staats.
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances - Governmental Funds

As of and For the Year Ended June 30, 2004

RECEIPTS:
Property tax
Tax increment financing collections
Other city tax
Licenses and permits
Use of money and property
Intergovernmental
Special assessments
Charges for services
Miscellaneous

Total receipts

DISBURSEMENTS:

Operating:
Public safety
Public works
Health and social services
Culture and recreation
Community and economic development
General government

Debt service

Capital projects

Total disbursements

Excess (deficiency) of receipts over
(under) disbursements

OTHER FINANCING SOURCES (USES):
Bond proceeds
Sale of property
Operating transfers in
Operating transfers out

Net other financing sources (uses)

Capital
Special Revenue Projects
Road Use Special Continuing
General Tax Revenue Projects
$ 492,030 $ - $ 187,944 $ -
72,209 - - -
6,015 - - -
27,572 - 1,522 -
38,756 216,214 - -
60,440 - - -
68,055 - - 1,931
765,077 216,214 189,466 1,931
264,194 - - -
241,737 192,180 - -
4,020 - - -
279,164 - - -
10,570 - - -
173,380 - - -
- - - 18,623
973,065 _ 192,180 - 18,623
(207,988 24,034 189,466 (16,699
- - - 268,000
2,601 - - -
219,619 11,860 - 15,072
(43,832 (14,169 (206,729 (9,856
178,388 (2,304) (206,729 273,216

17



Exhibit B

Other
Nonmajor
Governmental
Funds Totals

$ 125,449 $ 805,423

67,325 139,534

- 6,015
15,130 44,224
125,433 380,403
36,762 36,762
19,974 80,414

51,851 121,837

441,924 1,614,612

5,608 269,802
15,300 449,217
- 4,020
12,327 291,491
174,617 185,187
- 173,380
52,413 52,413

125,956 144,579

386,221 1,570,089

55,703 44,523
- 268,000
3,200 5,801
54,668 301,219

(64,203 (338,784

(6,339 236,236

(continued)
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances - Governmental Funds

As of and For the Year Ended June 30, 2004

Capital
Special Revenue Projects
Road Use Special Continuing
General Tax Revenue Projects
NET CHANGE IN CASH BALANCE (29,600) 21,730 (17,263) 256,524
CASH BALANCE, BEGINNING 34,475 295,243 28,170 15,197
CASH BALANCE, ENDING $ 4875 $ 316,973 $ 10,907 $ 271,721
CASH BASIS FUND BALANCE:
Reserved:
Debt service $ - $ - $ - $ -
Unreserved:
General 4,875 - - -
Special revenue funds - 316,973 10,907 -
Capital project funds - - - 271,721
Total cash basis fund balance $ 4875% 316,973 $ 10,907 $ 271,721
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Other
Nonmajor
Governmental
Funds Totals
49,368 280,759
133,146 506,231
$ 182,514 $ 786,990
$ 3,373 $ 3,373
- 4,875
71,961 399,841
107,180 378,901
$ 182,514 $ 786,990

These financial statements should be read only mntpnnection
with the accompanying notes to the financial staats.
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements, and
Changes in Cash Balances - Proprietary Funds

As of and For the Year Ended June 30, 2004

Enterprise
Sanitary
Sanitary Sewer
Water Sewer Reserve Sanitation
OPERATING RECEIPTS:
Intergovernmental 2,782 15,696 - $ a2
Charges for services 299,935 176,170 - 163
Miscellaneous 651 20,474 - 37,582
Total operating receipts 303,368 212,340 - 218,023
OPERATING DISBURSEMENTS:
Business type activities:
Water 377,176 - - -
Sewer - 247,602 44,407 -
Sanitation - - - 196,374
Ambulance - - - -
Total operating disbursements 377,176 247,602 44,407 196,374
Excess (deficiency) of operating receipts
over (under) operating disbursements (73)808 (35,262 (44,407 21,649
NONOPERATING RECEIPTS (DISBURSEMENTS):
Interest on investments 15,000 1,186 41,273 692,
Debt service - - - -
Net nonoperating receipts (disbursements) 15,00 1,186 41,273 1,692
Excess (deficiency) of receipts over
(under) disbursements (58,808 (34,079 (3,139 23,341
OTHER FINANCING SOURCES (USES):
Sale of real property - - - -
Operating transfers in 71,700 9,981 8,337 251
Operating transfers out - (9,430 - -
Net other financing sources (uses) 71,700 551 8,337 2,514

21



Exhibit C

Funds
Nonmajor
Sanitation Enterprise
Reserve Funds Totals
- $ 14311 % 35,069
- 111,968 766,234
260 8,275 67,242
260 134,554 868,545
- 3,963 381,139
- - 292,009
2,642 - 199,016
- 45,209 45,209
2,642 49,172 917,373
(2,382) 85,382 (48,829
7,451 5,231 71,833
7,451 5,231 71,833
5,069 90,613 23,005
7,500 - 7,500
9,388 10,075 111,995
- (65,000 (74,430
16,888 (54,925 45,065

(continued)
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements, and
Changes in Cash Balances - Proprietary Funds

As of and For the Year Ended June 30, 2004

Enterprise
Sanitary
Sanitary Sewer
Water Sewer Reserve Sanitation
NET CHANGE IN CASH BALANCE 12,892 (33,525) 5,203 25,855
CASH BALANCE, BEGINNING (2,659 97,608 424,821 85,623
CASH BALANCE, ENDING $ 10,233 % 64,083 $ 430,024 $ 111,478
CASH BASIS FUND BALANCE:
Reserved:
Capital improvements $ - $ - $ 430,024 $ -
Unreserved 10,233 64,083 - 111,478
Total cash basis fund balance $ 10,233% 64,083 $ 430,024 $ 111478
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Exhibit C

Funds
Nonmajor
Sanitation Enterprise
Reserve Funds Totals
21,957 35,688 68,070
245,871 166,267 1,017,531

$ 267,828 $ 201955 $ 1,085,601

$ 267,828 $ 124,950 $ 822,802
- 77,005 262,799

$ 267,828 $ 201,955 $ 1,085,601

These financial statements should be read only mntpnnection
with the accompanying notes to the financial staats.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies

The City of Grundy Center is a political subdivisiof the State of lowa located in Grundy
County. It was first incorporated in 1877 and ogtexs under the Home Rule provisions of the
Constitution of lowa. The City operates under thaydr-Council form of government with the
Mayor and Council Members elected on a non-partisasis. The City provides numerous
services to citizens including public safety, pahliorks, health and social services, culture and
recreation, community and economic development,garteral government services.

A. Reporting Entity

For financial reporting purposes, the City of Gryn@enter has included all funds,
organizations, agencies, boards, commissions atiaties. The City has also considered
all potential component units for which it is fineially accountable and other organizations
for which the nature and significance of their taaship with the City are such that
exclusion would cause the City’s financial statertsen be misleading or incomplete. The
Governmental Accounting Standards Board has seh foriteria to be considered in
determining financial accountability. These criganclude appointing a voting majority of
an organization's governing body and (1) the apibt the City to impose its will on that
organization or (2) the potential for the organimatto provide specific benefits to orimpose
specific financial burdens on the City.

These financial statements present the City of @Gyuuenter and its component units, except
for the Grundy Center Municipal Light and Power Coamy. This component unit discussed
below should be included in the City’s reportingtignbecause of the significance of its
operational and financial relationship with theYCitComplete financial statements of the
Grundy Center Municipal Light and Power Company barobtained from its administration
office.

The Grundy Center Municipal Light and Power Companlegally separate from the City,
but is financially accountable to the City. Thelliy is governed by a three member board
of trustees appointed by the Mayor with approvaltbg City Council, and the Utility's
operating budget is subject to the approval of @ity Council.

Jointly Governed Organizations

The City of Grundy Center also participates in jiyngoverned organizations that
provide goods or services to the citizenry of thgy®ut do not meet the criteria of ajoint
venture since there is no ongoing financial intemegesponsibility by the participating
governments. City officials are members of the @iy County Landfill Commission
and the Sports Recreation Complex in conjunctiotinthie Grundy Center Community
School District.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies(continued):

B. Basis of Presentation

Government-wide Financial Statemeni&he Statement of Activities and Net Assets répor
information on all of the nonfiduciary activitied the City. For the most part, the effect of
interfund activity has been removed from this stagat. Governmental activities, which are
supported by tax and intergovernmental revenues;ggrorted separately from business type
activities, which rely to a significant extent oeds and charges for services.

The Statement of Activities and Net Assets presdm<City’s nonfiduciary net assets. Net
assets are reported in two categories:

Restricted net assetssult when constraints placed on net asset wseitirer externally
imposed or imposed by law through constitutionavpsions or enabling legislation.

Unrestricted net asset®nsist of net assets that do not meet the désimibf the preceding
category. Unrestricted net assets often have caingt on resources imposed by
management, which can be removed or modified.

The Statement of Activities and Net Assets dematss the degree to which the direct
disbursements of a given function are offset bygoaon receipts. Direct disbursements are
those clearly identifiable with a specific functiofProgram receipts include 1) charges to
customers or applicants who purchase, use or dyrdenefit from goods, services or
privileges provided by a given function and 2) gigncontributions and interest on
investments restricted to meeting the operatiomatapital requirements of a particular
function. Property tax and other items not propenicluded among receipts are reported
instead as general receipts.

Fund Financial StatementsSeparate financial statements are provided toregnmental
funds and proprietary funds. Major individual gomenental funds and major individual
enterprise funds are reported as separate columtisei fund financial statements. All
remaining governmental funds are aggregated aratteghas nonmajor governmental funds.

The City reports the following major governmentahds:

The General Fund is the general operating funchef€ity. All general tax receipts and
other receipts not allocated by law or contracagileement to some fund are accounted for
in this fund. From the fund are paid the genena¢ating disbursements, the fixed charges
and the capital improvement costs that are not fraich other funds.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies(continued):

B. Basis of Presentatioftontinued)

Special Revenue:
The Road Use Tax Fund is used to account fodroanstruction and maintenance.
The Special Revenue Fund is used for collectbbspecial taxes.

Capital Projects:

The Continuing Project Fund is utilized to accotorttransactions involved in the City's
capital projects.

The City reports the following major proprietamyrfds:
The Water Fund accounts for the operation and neaiace of the City's water system.

The Sanitary Sewer Fund accounts for the operadinth maintenance of the City’s waste
water treatment and sanitary sewer system.

The Sanitary Sewer Reserve Fund accounts for thésGong-term capital needs.
The Sanitation Fund accounts for operation of@iy’s garbage collection.
The Sanitation Reserve Fund accounts for the €iiyhg-term capital needs.

C. Measurement Focus and Basis of Accounting

The City of Grundy Center maintains its financiatords on the basis of cash receipts and
disbursements and the financial statements of itheate prepared on that basis. The cash
basis of accounting does not give effect to acceumteivable, accounts payable, and
accrued items. Accordingly, the financial statersasto not present financial position and

results of operations of the funds in accordancthwl.S. generally accepted accounting

principles.

Proprietary funds distinguish operating receiptd disbursements from non-operating items.
Operating receipts and disbursements generalljtfesom providing services and producing
and delivering goods in connection with a proprigtiund’s principal ongoing operations.
All receipts and disbursements not meeting thisrdgbn are reported as non-operating
receipts and disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosueseguorted as Required Supplementary
Information. During the year ended June 30, 20fidbursements exceeded the amounts
budgeted in the public works function.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(2) Cash and Pooled Investments

)

The City’s deposits at June 30, 2004, were enticelyered by federal depository insurance or
by the State Sinking Fund in accordance with Chap®€ of the Code of lowa. This chapter
provides for additional assessments against theslegies to insure there will be no loss of
public funds.

The City is authorized by statute to invest puldiimds in obligations of the United States
government, its agencies and instrumentalitiestifezates of deposit or other evidences of
deposit at federally insured depository institusoapproved by the City Council and the
Treasurer of the State of lowa; prime eligible bark acceptances; certain high-rated
commercial paper; perfected repurchase agreemesrtsjin registered open-end management
investment companies; certain joint investmenttspuand warrants or improvement certificates
of a drainage district.

The City’s investments are categorized to giveratigation of the level of risk assumed by the
City at year end. The City’s investments are ategory 1, which means that the investments
are insured or registered or the securities ard bglthe City or its agent in the City’s name.
The City’s ending fund balances are deposited mifteates of deposit, savings, and checking
accounts.

Bonds and Notes Payable

The annual debt service requirements to maturityesferal obligation bonds and notes and tax
increment financing bonds are as follows:

Tax Increment

General Obligation Financing
Bonds/Notes (TIF) Bonds Total
Principal Interest Principal Interest Principal Interest
2005 $ 49,839 $ 18942 $ 34,715 $ 31,626 $ 84,55460,568
2006 48,000 18,340 33,656 33,829 81,656 169,

2007 48,000 17,740 54,493 31,124 102,493 ,868
2008 48,000 17,110 58,096 27,523 106,096 ,633
2009 53,000 16,450 62,017 23,600 115,017 ,080
2010 53,000 15,530 66,173 19,445 119,173 ,9328
2011 50,000 14,570 56,428 15,102 106,428 ,629

2012 55,000 12,120 43,459 11,970 98,459 020,
2013 55,000 9,370 36,928 9,557 91,928 18,92
2014 60,000 6,565 39,060 7,425 99,060 18,99
2015 65,000 3,445 41,319 5,167 106,319 2,61
2016 - - 30,697 2,931 30,697 31
2017 - - 32,765 1,336 32,765 1,336

$584,839 $150,182 $589,806 $220,635 $1,174,645 $370,817
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

Bonds and Notes Payablé¢continued)

The urban renewal tax increment financing revenoads were issued for the purpose of
defraying a portion of the costs of carrying outiaban renewal project of the City. The bonds

are payable solely from the income and proceedseUrban Renewal Tax Increment Fund and
the taxes to be paid into the fund in accordancd\Wihapter 403.19 of the Code of lowa. The

proceeds of the uban renewal tax increment finagnoagvenue bonds shall be expended only for
purposes which are consistent with the plans ofGitg's urban renewal area. The bonds are
not a general obligation of the City, however thebtlis subject to the constitutional debt

limitation of the City.

Capital Leases
The City of Grundy Center is the lessee of variegsiipment under capital leases through the

fiscal year ending June 30, 2006, with intereseésaianging from 6.00% to 7.00%. Minimum
future lease payments under capital leases asaf 30, 2004 for each of the next two years are:

June 30, 2005 $ 22,568
June 30, 2006 6,605
Total minimum lease payments 29,173
Less amount representing interest 1,124
Present value of net minimum lease payments $ 204

Interfund Loan

The City has authorized the use of Enterprise FuSdwer Reserve resources to help finance
the construction of the new city hall building. Atune 30, 2004, $210,519 is due from the
General Fund - General Government. Interest ibe¢ocharged at the rate of 3.5% on all

outstanding balances. The loan is to be repaidnfemnual department appropriations of

approximately $21,500.

The City has authorized the use of Enterprise Fui@hnitation Reserve resources to help
finance the construction of public improvementsiie Borden Business Park. At June 30,
2004, $6,488 is due from the Special Assessme@&pital Projects Fund. The loan is to be
repaid from special assessment collections coltettteough the special assessment to Borden
Business Park property owners.

The City has authorized the use of Enterprise FuSdnitation Reserve, Enterprise Fund -
Sewer Reserve, and Enterprise Fund - Water Reges@urces to help finance the Special
Assessments - Capital Projects Fund. At June 8042$110,391 is due from the Capital
Projects - Special Assessments Fund. The loarpg&ed to be repaid from annual special
assessment collections from property owners oglue Sky Development.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

Deficit Fund Balance

The following fund-accounts had deficit fund balasat June 30, 2004

Special Revenue - Special Assessments $ (12,140)
Capital Projects - Sports Recreation Complex (83)9
Capital Projects - Housing Rehabilitation (15,810)
Visioning Grant Fund (100)
Pension and Retirement Benefits

The City contributes to the lowa Public EmployeestiRement System (IPERS) which is a

cost-sharing multiple-employer defined benefit penplan administered by the State of lowa.

IPERS provides retirement and death benefits whaighestablished by state statute to plan
members and beneficiaries. IPERS issues a puldicdylable financial report that includes

financial statements and required supplementangrmétion. The report may be obtained by
writing to IPERS, P.O. Box 9117, Des Moines, 10v68306-9117.

Plan members are required to contribute 3.70% eif tinnual salary and the City is required to
contribute 5.75% of annual covered payroll exceptgolice employees, in which case the
percentages are 5.93% and 8.90%, respectivelytribotion requirements are established by
state statute. The City’s contribution to IPER$ floe years ended June 30, 2004, 2003 and
2002 were $39,253, $33,321 and $37,486, respegtiwehich is equal to the required
contribution for each year.

The City offers its employees a deferred compesgtian created in accordance with Internal
Revenue Code Section 457. The plan, availabldl fgeemanent employees, permits them to
defer a portion of their salary until future yeaihe deferred compensation is not available to
employees until termination, retirement, deathyoforeseeable emergency.

All amounts of compensation deferred under the p#iproperty and rights purchased with
those amounts, and all income attributable to treoeeunts, property or rights are (until paid
or made available to the employee or other benafigisolely the property and rights of the
City (without being restricted to the provisionslzé#nefits under the plan), subject only to the
claims of the City’s general creditors. Participsimights under the plan are equal to those of
general creditors of the City in an amount equah®fair market value of the deferred account
for each participant.

30



(8)

9)

CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

Compensated Absences

City employees accumulate a limited amount of edrbet unused vacation and sick leave
hours based on the length of employment. Sick éemwnot a vested benefit. It is payable
when used and may be accumulated at the rate efaays per year, to a maximum of 90 days.
At termination, all sick leave accumulated but uedss forfeited, except for employees with

15 years of full-time employment shall be entitleal20% of the value of their sick leave

balance. Vacation is payable when used and musskd within 12.5 months of the vesting
date. These accumulations are not recognizedsisicsements by the City until used or paid.
The City’'s approximate liability for earned vacatidermination payments payable to
employees at June 30, 2004, is $41,974.

Early Retirement Policy

In September, 1990, the City of Grundy Center addpan early retirement policy for all
gualifying employees. Any employee, after reachimg age of 62, whose combined age and
years of service to the City as an employee equakaeeed the number 92 will, in the event of
their retirement prior to age 65, be entitled taese from the City full medical insurance
benefits until they reach the age of 65. Bengfditsvided by such insurance will be comparable
to those available to Bargaining Unit employeedhvitthe City during the applicable period of
time.

The estimated liability for these benefits has heen determined.

(10)Self Insured Health Insurance Costs

Effective January 1, 1999 the City increased itsugr health insurance plan deductible from
$100/200 for single/family to $1,000/2,000, respeslly. In order to offset employee out-of-
pocket costs, the City has agreed to reimburse 80%e deductible increase. This plan is
administered through its commercial insurance eawnd is funded on a monthly basis.

(11)Interfund Transfers

The detail of interfund transfers for the year eddene 30, 2004 is as follows:

Transfer to Transfer from Amount
General Special Revenue:
Employer’s Contribution $ 206,729
General Special Revenue:
Road Use Tax 12,889

Special Revenue:
Road Use Tax General 11,860
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(11)Interfund Transfers (continued)

Transfer to

Special Revenue:
Special Assessments

Special Revenue:
TIF Projects

Debt Service
Capital Projects:
Continuing Projects

Capital Projects:
Continuing Projects

Capital Projects:

Transfer from

Debt Service

General

Capital Projects:
Continuing Projects

General

Special Revenue:
Road Use Tax

Special Revenue:

Continuing Projects TIF Projects
Capital Projects: Enterprise:

Continuing Projects Sewer
Capital Projects:

Sports Recreation Complex General
Capital Projects:

Equipment Reserve General
Capital Projects:

Police Reserve General
Enterprise:

Water General
Enterprise: Enterprise:

Water Water Reserve
Enterprise: Special Revenue:

Water Reserve Special Assessments
Enterprise:

Sewer General
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34,657

691

9,856

885

1,275

3,483

9,430

415

4,049

5,000

6,700

65,000

8,338

9,981



CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(11)Interfund Transfers (continued)

Transfer to Transfer from Amount

Enterprise: Special Revenue:

Sewer Reserve Special Assessments 8,337
Enterprise:

Sanitation General 2,514
Enterprise: Special Revenue:

Sanitation Reserve Special Assessments 9,388
Enterprise:

Ambulance General 1,737

$ 413,214

Transfers generally move resources from the fuatlisorily required to collect the resources to
the fund statutorily required to disburse the reses.

(12)Risk Management

The City of Grundy Center is exposed to variou&sisf loss related to torts; theft, damage to
and destruction of assets; errors and omissiongries to employees; and natural disasters.
These risks are covered by the purchase of commlénsurance. The City assumes liability
for any deductibles and claims in excess of coveramitations. Settled claims from these
risks have not exceeded commercial insurance cgedraany of the past three fiscal years.

(13)Landfill Commitment

The City of Grundy Center participates in a 28Eamgation with Grundy County and other
cities in Grundy County. This organization is tBeundy County Landfill Commission. The
estimated cost of closure and postclosure carppsaximately $899,000 of which $587,000
has been funded. The City of Grundy Center wikshin these costs on a per capita basis with
other participants in the 28E organization. ThéyGishare of those costs is $185,700.
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CITY OF GRUNDY CENTER
Notes to Financial Statements

June 30, 2004

(14)Accounting Change and Restatements

Governmental Accounting Standards Board StaterNent34,Basic Financial Statements -
and Management’s Discussion and Analysis - foreséaid Local GovernmentStatement No.
37,Basic Financial Statements - and Management’s Ds@mn and Analysis - for State and
Local Governments; OmnibusStatement No. 38Certain Financial Statement Note
Disclosures and Statement No. 41Budgetary Comparison Schedule - Perspective
Differenceswere implemented for the year ended June 30, 200 statements create new
basic financial statements for reporting the Cifyfencial activities. The financial statements
now include a government-wide financial statememdl &und financial statements which
present information for individual major funds rattthan by fund type. Nonmajor funds are
presented in total in one column.

This information is an integral part of the accompimg financial statements.
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CITY OF GRUNDY CENTER

Budgetary Comparison Schedule of Receipts, Disburseents, and
Changes in Balances - Budget to Actual (Cash Basis)
All Governmental Funds and Proprietary Funds
Required Supplementary Information

Year Ended June 30, 2004

Govern- Less
mental Proprietary Funds Not
Funds Funds Required to
Actual Actual be Budgeted Net
RECEIPTS:
Property tax $ 712,802 $ - $ - $ 712,802
Tax increment financing collections 92,621 - - 92,621
Other city tax 139,534 - - 139,534
Licenses and permits 6,015 - - 6,015
Use of money and property 44,224 71,833 - 116,027
Intergovernmental 380,403 35,069 - 41347
Charges for services 80,414 766,234 - BB
Special assessments 36,762 - - 38,76
Miscellaneous 121,837 67,242 - 189,079
Total receipts 1,614,612 940,378 - 2,554,990
DISBURSEMENTS:
Public safety 269,802 - - 269,802
Public works 449,217 - - 449,217
Health and social services 4,020 - - 4,020
Culture and recreation 291,491 - - 92491
Community and economic development 185,187 - - 185,187
General government 173,380 - - 17303
Debt service 52,413 - - 52,413
Capital projects 144,579 - - 144,579
Business type activities - 917,373 - 917,373
Total disbursements 1,570,089 _ 917,373 - 2,487,462
Excess (deficiency) of receipts
over (under) disbursements 44,523 23,005 - 67,528
OTHER FINANCING SOURCES, NET 236,236 45,065 - 281,301
Excess (deficiency) of receipts
and other financing sources
over (under) disbursements
and other financing uses 280,759 68,070 - 348,829
BALANCES BEGINNING OF YEAR 506,231 1,017,531 - 1,523,762
BALANCES END OF YEAR $ 786,990 $1,085,601 $ - $1,872,591
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Final to

Budgeted Amounts Total
Original Final Variance

$ 711,206 $ 711,206 $ 1,596

98,500 98,500 (5,879)
128,550 130,550 8,984
8,250 8,250 (2,235)
147,654 147,654 (31,627)
538,950 496,950 (81,478)
563,450 580,444 266,204
35,100 35,100 1,662

524,192 524,192 (335,113

2,755,852 2,732,846 (177,856

288,261 281,588 11,786
339,171 331,924 (117,293)
4,245 4,067 a7
306,474 306,425 14,934
110,088 109,920 (75,267)
200,700 199,270 25,890
193,313 193,313 140,900
495,810 495,810 351,231

1,141,071 _1,141.071 223,698

3,079,133 3,063,388 575,926

(323,281)  (330,542) 398,070
50,000 50,000 _ 231,301

(273,281)  (280,542) 629,371
1,624,404 1,624,404 _ (100,642
$1,351,123 $1,343,862 $ 528,729
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CITY OF GRUNDY CENTER

Notes to Required Supplementary Information-
Budgetary Reporting

Year Ended June 30, 2004

In accordance with the Code of lowa, the City Calaanually adopts a budget on the cash basis
following required public notice and hearing fdifands except Internal Service Funds and Fidyciar
Funds. The annual budget may be amended duringea&eutilizing similar statutorily prescribed
procedures.

Formal and legal budgetary control is based upanrnejor classes of disbursements known as
functions, not by fund or fund type. These tendtional areas are: public safety, public works,|tlea

and social services, culture and recreation, comtyuand economic development, general
government, debt service, capital projects, busingpe activities and non-program. Function
disbursements required to be budgeted include diglmients for the General Fund, Special Revenue
Funds, Debt Service Fund, Capital Projects Funds Rroprietary Funds. Although the budget
document presents function disbursements by fumelleégal level of control is at the aggregated
function level, not by fund. During the year, tadget amendments decreased budget disbursements
by $15,745. The budget amendments are reflectéubifinal budgeted amounts.

During the year ended June 30, 2004, disburseneseded the amounts budgeted in the public
works and Community and Economic Development fuorgdi
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Governmental Funds

As of and For the Year Ended June 30, 2004

Special Debt Capital
Revenue Service Projects Totals
RECEIPTS:
Property tax $ 92621 $ 32828 $ - $ 125,449
Other city tax - 135 67,190 67,325
Use of money and property 2,093 707 12,330 136,
Intergovernmental - - 125,433 125313
Special assessments - 36,762 - 38,76
Charges for services - - 19,974 190
Miscellaneous 29,591 - 22,260 51,851
Total receipts 124,305 70,432 247,187 441,924
DISBURSEMENTS:
Operating:
Public safety - - 5,608 5,608
Public works - 15,300 - 15,300
Culture and recreation 12,327 - - 2,827
Community and economic development 19,273 - 155,344 174,617
Debt service - 52,413 - 52,413
Capital projects 113,356 - 12,600 125,956
Total disbursements 144,956 67,713 173,552 386,221
Excess (deficiency) of receipts over
(under) disbursements (20,651 2,719 73,635 55,703
OTHER FINANCING SOURCES (USES):
Sale of property 3,200 - - 3,200
Operating transfers in 35,348 9,856 9,464 68,6
Operating transfers out (29,546 (34,657 - (64,203
Net other financing sources (uses) 9,002 (24,80) 9,464 (6,339
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NET CHANGE IN CASH BALANCE

CASH BALANCE, BEGINNING

CASH BALANCE, ENDING

CASH BASIS FUND BALANCE::
Reserved:
Debt service
Unreserved:
Special revenue funds
Capital project funds

Total cash basis fund balance

Schedule 1

Special Debt Capital
Revenue Service Projects Totals
(11,649) (22,082) 83,099 49,368
83,610 25,455 24,081 133,146

$ 71961 $ 3373 $ 107,180 $ 182,514

$ - $ 3373 % - $ 3,373
71,961 - - ,961
- - 107,180 107,180

$ 7196 3373 $ 107,180 $ 182,514
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Enterprise Funds

As of and For the Year Ended June 30, 2004

Water Ambulance
Reserve  Ambulance Trust Totals
OPERATING RECEIPTS:
Intergovernmental $ $ 6733 $ 7578 $ 1431

Charges for services 18,000 93,968 - PEB
Miscellaneous 8,254 21 - 8,275
Total operating receipts 26,254 _ 100,722 7,578 134,554

OPERATING DISBURSEMENTS:
Business type activities:

Water 3,963 - - 3,963
Ambulance - 45,209 - 45,209
Total operating disbursements 3,963 45,209 - 49,172
Excess (deficiency) of operating
receipts over (under)
disbursements 22,291 55,513 7,578 85,382
NONOPERATING RECEIPTS
(DISBURSEMENTYS):
Interest on investments 3,820 476 935 5,231
Debt service - - - -
Net nonoperating receipts
(disbursements) 3,820 476 935 5,231
Excess (deficiency) of receipts over
(under) disbursements 26,111 55,989 8,513 90,613
OTHER FINANCING SOURCES (USES):
Operating transfers in 8,338 1,737 - 1160
Operating transfers out (65,000 - - (65,000
Net other financing sources (uses) (56,662 1,737 - (54,925
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NET CHANGE IN CASH BALANCE

CASH BALANCE, BEGINNING

CASH BALANCE, ENDING

CASH BASIS FUND BALANCE:
Reserved:
Capital improvement
Unreserved

Total cash basis fund balance

Schedule 2

Water Ambulance

Reserve Ambulance Trust Totals
(30,551) 57,726 8,513 35,688
87,566 19,279 59,422 166,267

$ 57015 $ 77005 $ 67935 $ 201,955

$ 57015 $ - $ 67,935
- 77,005 -

$24,950
77,005

$ 5701% 77,005 $ 67,935 $ 201,955
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Special Revenue Funds

As of and For the Year Ended June 30, 2004

Community
Library Park Board Center Ambulance
Gift Gift Gift Gift
Trust Trust Trust Trust
RECEIPTS:
Property tax $ - $ - $ - -
Use of money and property 751 168 119 19
Miscellaneous 8,313 279 291 2,760
Total receipts 9,064 447 410 2,779
DISBURSEMENTS:
Operating:
Culture and recreation 8,162 - 4,165 -
Community and economic
development - - - -
Capital projects - - - -
Total disbursements 8,162 - 4,165 -
Excess (deficiency) of receipts
over (under) disbursements 902 447 (3,755 2,779
OTHER FINANCING SOURCES (USES):
Sale of property - - - -
Operating transfers in - - - -
Operating transfers out - - - -
Net other financing sources (uses) - - - -
NET CHANGE IN CASH BALANCE 902 447 (3,755) 2,779
CASH BALANCE, BEGINNING 48,321 11,229 8,752 1,341
CASH BALANCE, ENDING $ 49223 $ 11676 $ 4997 $ 4,120
CASH BASIS FUND BALANCE:
Unreserved:
Special revenue funds $ 49223% 11676 $ 4997 $ 4,120
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Schedule 3

Admin-
Tree Economic Special
Gift Visioning Dev TIF Assessments
Trust Grant Gift Projects Projects Totals
- $ - $ - $ 92621 $ - $ 924
1,036 - - - - 2,093
10,800 - 7,148 - - 29,591
11,836 - 7,148 92,621 - 124,305
- - - - - 12,327
10,201 1,874 7,198 - - 19,273
- - - 104,762 8,594 113,356
10,201 1,874 7,198 104,762 8,594 144,956
1,635 (1,879 (50 (12,141 (8,599 (20,652
- - - 3,200 - 3,200
- - - 691 34,657 35,348
- - - (3.483 (26,063 (29,549
- - - 408 8,594 9,002
1,635 (1,874) (50) (11,733) - (11,649)
1,537 1,774 50 22,746 (12,140 83,610
3,172 3 (100 $ - $ 11013 $ (12,240 $ 71,961
3,172 3 (100 $ - $ 11013 $ (12,240 $ 71,961
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CITY OF GRUNDY CENTER

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Nonmajor Capital Projects Funds

As of and For the Year Ended June 30, 2004

RECEIPTS:
Other city taxes
Use of money and property
Intergovernmental
Charges for services
Miscellaneous

Total receipts

DISBURSEMENTS:
Public safety
Community and economic development
Capital projects

Total disbursements
Excess (deficiency) of receipts

over (under) disbursements

OTHER FINANCING SOURCES (USES):
Operating transfers in
Operating transfers out

Net other financing sources (uses)

NET CHANGE IN CASH BALANCE

CASH BALANCE, BEGINNING

CASH BALANCE, ENDING

CASH BASIS FUND BALANCE:
Unreserved:
Capital project funds

46

Sports Swimming Fire
Recreation Pool Equipment  Equipment
Complex Reserve Reserve Reserve
$ - $ - $ - $ -

10,000 162 1,235 341
- - - 199
6,650 - 8,403 4,271
16,650 162 9,638 24,586
6,724 3,855 - 2,021
6,724 3,855 - 2,021
9,926 (3.693 9,638 22,565
415 - 4,049 -
415 - 4,049 -
10,341 (3,693) 13,687 22,565

(73,319 12,170 74,085 15,690
$ (62973 $ 8477 $ 87772 $ 38,255
$ (629y3$ 8477 $ 87,772 38,255



Schedule 4

Grundy Grundy
Center Center Housing
Police Fire Community  Rehabili- D&D
Reserve Auxiliary Betterment tation Program Totals
$ - $ - $ 67,190 $ - $ - $ 67D
35 - 557 - - 12,330
- - - 125,433 - 125,433
- - - - - 19,974
1,881 - 1,055 - - 22,260
1,916 - 68,802 125,433 - 247,187
5,608 - - - - 5,608
- - 44,234 111,110 - 155,344
- - - - - 12,600
5,608 - 44,234 111,110 - 173,552
(3,692 - 24,568 14,323 - 73,635
5,000 - - - - 9,464
5,000 - - - - 9,464
1,308 - 24,568 14,323 - 83,099
262 90 19,183 (30,133 6,048 24,081
$ 1570 $ 90 $ 43,751 $ (15810 $ 6,048 $ 107,180
$ 1570 $ 90 $ 43,751 $ (15810 $ 6,048 $ 107,180
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CITY OF GRUNDY CENTER
Statement of Indebtedness

Year Ended June 30, 2004

Amount
Date of Interest Originally
Obligation Issue Rates Issued
General obligation loans:
Rural Economic Development
Loan August 12, 1999 0.00% $ 330,000
Storm Sewer Project Loan June 1, 2002 3.75%%3 400,000
Total
General obligation note:
Patrol Car Loan April 22, 2003 4.00% 6,000
Urban renewal tax increment
financing (TIF) revenue bonds:
Urban renewal tax increment financing (TIF) reverhond 8.00% 200,000
Urban renewal tax increment financing (TIF) reverhond 6.50% 135,000
Urban renewal tax increment financing (TIF) reverhond 6.50% 55,000
Urban renewal tax increment financing (TIF) reverhond 6.50% 57,000
Urban renewal tax increment financing (TIF) reverhond 5.25% 268,000
Total
Capital lease obligations:
Capital lease - excavator 6.00% 115,800
Capital lease - Cat loader 6.50% 67,883
Capital lease - heating/cooling 0.70% 1850

Total
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Schedule 5

Balance Issued Redeemed Balance Interest
Beginning During During End of Interest Due and
of Year Year Year Year Paid Unpaid
$ 231,000 $ - $ 33,000 $ 198,000 $ - $ -
400,000 - 15,000 385,000 19,413 -
$ 631,000 $ - $ 48,000 $ 583,000 $ 19413 $ -
$ 6,000 $ - $ 4161 $ 1,839 $ 202 $ -
$ 138,287 $ - $ 21917 $ 116,370 $ 10,461 % -
120,579 - 9,844 110,735 6,837 -
55,000 - 7,083 47917 1,549 -
52,443 - 5,659 46,784 4513 -
- 268,000 - 268,000 - -

$ 366309 $ 268,000 $ 44503 $ 589,806 $ 23360 $ = -

$ 32275 $ - $ 25625 $ 6,650 $ 1,239 $ -
35,364 - 13,965 21,399 1,887 -
4,340 - 4,340 - 314 -
$ 71979 $ - $ 43930 $ 28,049 $ 3440 $ -
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CITY OF GRUNDY CENTER
Bond and Note Maturities

June 30, 2004

General Obligation Loans

Rural Economic Storm Sewer
Year ending Development Loan Project Loan
June 30, Issued August 12, 1999 Issued June 1, 2002
Principal Interest Rates Principal Interest Rates Total
2005 $ 33,000 - $ 15,000 3.75% $ 48,000
2006 33,000 - 15,000 4.00% 48,000
2007 33,000 - 15,000 4.20% 48,000
2008 33,000 - 15,000 4.40% 48,000
2009 33,000 - 20,000 4.60% 53,000
2010 33,000 - 20,000 4.80% 53,000
2011 - - 50,000 4.90% 50,000
2012 - - 55,000 5.00% 55,000
2013 - - 55,000 5.10% 55,000
2014 - - 60,000 5.20% 60,000
2015 - - 65,000 5.30% 65,000
$ 198,000 $385,000 $583,000
Urban Renewal Urban Renewal
Year ending Tax Increment Tax Increment
June 30, Financing (TIF) Bonds Financing (TIF) Bonds
Principal Interest Rates Principal Interest Rates
2005 $ 15,835 8.00% $ 7,593 6.50%
2006 15,575 8.00% 7,514 6.50%
2007 16,846 8.00% 8,010 6.50%
2008 18,221 8.00% 8,539 6.50%
2009 19,708 8.00% 9,103 6.50%
2010 21,316 8.00% 9,705 6.50%
2011 8,869 8.00% 10,346 6.50%
2012 - - 11,029 6.50%
2013 - - 11,758 6.50%
2014 - - 12,534 6.50%
2015 - - 13,363 6.50%
2016 - - 1,241 6.50%
2017 - - - -
$ 116,370 $ 110,735
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General Obligation Note

Patrol Car Loan
Issued April 22, 2003

Principal Interest Rates
$ 1,839 4.00%
$ 1,839

Urban Renewal
Tax Increment
Financing (TIF) Bonds

Urban Renewal
Tax Increment
Financing (TIF) Bonds

Principal Interest Rates Principal Interest Rates

$ 5,734 6.50% $ 5,553 6.50%
4,892 6.50% 5,675 6.50%
5,215 6.50% 6,050 6.50%
5,560 6.50% 6,450 6.50%
5,927 6.50% 6,876 6.50%
6,319 6.50% 7,330 6.50%
6,736 6.50% 7,815 6.50%
7,534 6.50% 1,035 6.50%

$ 47917 $ 46,784
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Urban Renewal
Tax Increment
Financing (TIF) Bonds

Principal Interest Rates

$ -

18,372
19,326
20,403
21,503
22,662
23,861
25,170
26,526
27,956
29,456
32,765

$ 268,000

5.25%
5.25%
5.25%
5.25%
5.25%
5.25%
5.25%
5.25%
5.25%
5.25%
5.25%

Total
$ 34,715
33,656
54,49;
58,091
62,01
66,17:
56,42
43,45
36,928
39,060
41,319
30,697
32,765

$ 589,806




Schedule 7

CITY OF GRUNDY CENTER

Schedule of Receipts by Source and Disbursements Bynction -
All Governmental Funds

For the Last Four Years

Years Ended June 30,

2004 2003 2002 2001
Receipts:
Property tax $ 712,802 $ 700,717 $ 638,368 $ 6872
Tax increment financing
collections 92,621 118,378 147,378 95,107
Other city tax 139,534 139,986 131,163 127,324
Licenses and permits 6,015 6,668 5,762 6,628
Use of money and property 44,224 133,458 152,24 160,496
Intergovernmental 415,472 285,994 355,442 338,
Charges for service 846,648 743,558 754,548 8,934
Special assessments 36,762 75,606 43,880 5,229
Miscellaneous 189,079 186,161 166,705 343,982
Total $ 2,483,157 $ 2,390,526 $ 2,395,488 $ 2,483,652
Operating:
Public safety $ 269,802 $ 307,759 $ 316,532 $ 808,
Public works 449,217 323,180 148,572 481,180
Health and social services 4,020 4,020 - -
Culture and recreation 291,491 280,383 270,610 249,060
Community and economic
development 185,187 149,882 176,950 150,964
General government 173,380 169,494 187,456 , A8
Debt service 52,413 52,712 33,000 91,312
Capital projects 144,579 554,850 373,642 287,87
Business type activities 917,373 813,870 909,296 908,474
Total $2,478,462 $ 2,656,150 $ 2,416,058 $ 2,642,099

See accompanying independent auditor’s report.
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Independent Auditor’'s Report on Compliance and
on Internal Control Over Financial Reporting

To the Honorable Mayor and
Members of the City Council
Grundy Center, lowa

We have audited the financial statements of thg GlitGrundy Center, lowa, as of and for the year
ended June 30, 2004, and have issued our repartdhedated August 11, 2004, in which we
rendered a qualified opinion as the financial sta¢ats omitted the Grundy Center Municipal Power
& Light Company component unit. The financial satents were prepared on the basis of cash
receipts and disbursements, which is a comprehensagis of accounting other than accounting
principles generally accepted in the United StabésAmerica. We conducted our audit in
accordance with auditing standards generally aetept the United States of America and the
standards applicable to financial audits contaime@overnment Auditing Standardssued by the
Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance abouthehdhe City of Grundy Center’s financial

statements are free of material misstatements, evéopned tests of its compliance with certain
provisions of laws, regulations, contracts and gganon-compliance with which could have a direct
and material effect on the determination of finat@tatement amounts. However, providing an
opinion on compliance with those provisions wasaobbjective of our audit and, accordingly, we do
not express such an opinion. The results of oust@isclosed no instances of non-compliance treat ar
required to be reported und8overnment Auditing Standardslowever, we noted certainimmaterial

instances of non-compliance that are describedim IPof the accompanying Schedule of Findings.

Comments involving statutory and other legal mattavout the City's operations for the year ended
June 30, 2004, are based exclusively on knowledigaived from procedures performed during our
audit of the financial statements of the City. &rour audit was based on tests and samples, Inot al
transactions that might have had an impact on itndirigs were necessarily audited. The findings
involving statutory and other legal matters areinténded to constitute legal interpretations afda
statutes. Prior year statutory comments havessdhtresolved except for items II-G-04, 11-J-04, #nd
K-04.

Internal Control Over Financial Reporting

In planning and performing our audit, we considetiael City of Grundy Center’s internal control
over financial reporting in order to determine @uditing procedures for the purpose of expressing
our opinion on the financial statements and noptovide assurance on the internal control over
financial reporting. However, we noted a certaintt@ainvolving the internal control over financial
reporting and its operation that we consider toabeportable condition. Reportable conditions
involve matters coming to our attention relatingtgnificant deficiencies in the design or operatio
of the internal control over financial reportinggthin our judgment, could adversely affect theyCit
of Grundy Center’s ability to record, process, suatize and report financial data consistent with the
assertions of management in the financial statemerte reportable condition is described in Part |
of the accompanying Schedule of Findings.
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A material weakness is a reportable condition inalirthe design or operation of one or more of the
internal control structure elements does not redoca relatively low level the risk that errors or
irregularities in amounts that would be materiat@hation to the financial statements being audited
may occur and not be detected within a timely pgbgy employees in the normal course of performing
their assigned functions. Our consideration ofittiernal control over financial reporting wouldino
necessarily disclose all matters in the internahtoal that might be reportable conditions and,
accordingly, would not necessarily disclose allogpble conditions that are also considered to be
material weaknesses as defined above. Howevdngheve that the absence of adequate segregation
of duties, as described in item I-A-04, is a madéweakness.

This report, a public record by law, is intendededp for the information and use of the officials,
employees and citizens of the City of Grundy Cerated those parties to whom the City of Grundy
Center may report. This reportis notintendetdéaand should not be used by anyone other thaethes
specified parties.

We would like to acknowledge the many courtesied assistance extended to us by personnel of the

City of Grundy Center during the course of our audhould you have any questions concerning any
of the above matters, we shall be pleased to dssthesm with you at your convenience.

%WAL/A

Cedar Rapids, lowa
August 11, 2004
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CITY OF GRUNDY CENTER
Schedule of Findings
Year Ended June 30, 2004

Part I: Findings Related to the Financial Statemerts

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

REPORTABLE CONDITION:

I-A-2004

Segregation of dutiesOne important aspect of the internal controlusture is the
segregation of duties among employees to prevenndividual employee from
handling duties which are incompatible. We noteattany employee in the office can
open mail, list out cash receipts, post transactitinthe general ledger, make bank
deposits, process invoices, prepare checks, mavgaiation and sick leave subsidiary
records, maintain bond and long-term debt schecanescontrol blank checks. Also,
the individual responsible for maintaining cashaets performs the monthly cash and
investment reconciliations.

Recommendation We realize that with a limited number of officemployees,
segregation of duties is difficult. However, théyCshould continue its review of
financial transactions and reports.

Response The City will review present internal control gredures and implement
additional procedures where practical.

Conclusion Response accepted.

Prior year reportable conditions have been resoésaxtpt for item I-A-04 described above.
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CITY OF GRUNDY CENTER
Schedule of Findings
Year Ended June 30, 2004

Part II: Findings Related to Statutory Reporting

[I-A-2004

[1-B-2004

[1-C-2004

[I-D-2004

[I-E-2004

[I-F-2004

[1-G-2004

Official Depositories A resolution naming official depositories hassimeapproved by
the City. The maximum deposit amounts stated arégsolution were not exceeded
during the year ended June 30, 2004.

Certified Budget Disbursements during the year ended June 304 28@eeded the
amounts budgeted in the Public Works and Commuanity Economic Development
functions. Chapter 384.20 of the Code of lowaestah part that public monies may
not be expended or encumbered except under an boinc@ntinuing appropriation.

RecommendationThe budget should have been amended in accoedaitit Chapter
384.18 of the Code of lowa before disbursementsvadiowed to exceed the budget.

Response The budget will be amended in the future, if pable.
Conclusion Response accepted.
Questionable Disbursement$Ve noted no disbursements that may not meet the

requirements of public purpose as defined in aoity General's opinion dated April
25, 1979.

Travel ExpenseNo disbursements of City money for travel expesnsf spouses of
City officials or employees were noted.

Business TransactiongV/e noted no business transactions between ttyea@d City
officials or employees.

Bond CoverageSurety bond coverage of City officials and emy@es is in accordance
with statutory provisions. The amount of coveragewdd continue to be reviewed
annually to insure that the coverage is adequatedaent operations.

Council Minutes Although minutes of Council proceedings were lhed, the City
did not publish disbursements by fund or a sumnadrgil receipts.

RecommendationThe City should comply with Chapter 21 of the d&oof lowa and
should publish minutes as required.

Response We will publish and sign minutes as required.

Conclusion Response accepted.
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CITY OF GRUNDY CENTER
Schedule of Findings
Year Ended June 30, 2004

Part II: Findings Related to Statutory Reporting ( continued)

[I-H-2004

[1-1-2004

[1-J-2004

[I-K-2004

Revenue BondsThe municipal utility component unit of the Ciof Grundy Center is
audited separately, therefore there are no revéouels reflected in these financial
statements.

Deposits and Investment8Ve noted no instances of noncompliance withdbaposit
and investment provisions of Chapter 12B and 12thefCode of lowa and the City's
investment policy.

Financial Condition The City had deficit balances in the Special Bewe - Special
Assessments, Capital Projects Fund - Sports Regre@omplex, Capital Projects
Fund - Housing Rehabilitation Debt Service, andW&oning Grant Fund.

Recommendation The City should take appropriate action to rettiiese funds to
sound financial condition.

Response We will make appropriate transfers to correatdh deficits.

Conclusion Response accepted.

TIE Tax Levy- We noted that collections for TIF tax levy wdseing recorded directly
into the Capital Projects Fund - TIF Projects rattian into a special revenue fund as
required by Chapter 403.19 of the Code of lowa.

RecommendationThe City should initially record TIF tax levy to a special revenue
fund and then make approved transfers over to thgita@l Projects Fund.

Response We will record tax levy into a special revenuenfl in the future.

Conclusion Response accepted.
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CITY OF GRUNDY CENTER
Audit Staff

This audit was performed by:
William E. Murray, CPA, Audit Partner
Jared Kramer, CPA, Manager
Andrew J. Johnson, Senior Associate

Justin Zimmerman, CPA, Associate
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